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CERTIFIED 

.- We have considered your a p p l i c a t i o n  f'or recogni t ion o f  exemption under s e c t i o n  501 (c) (3) and 509 (a )  (3) of t h e  I n t e r n a l  Revenue Code. 

Tqe evidence presented d i sc losed  * * *  *** **** **********  * *  **** *** ** 
**** **** under t h e  laws' of * *  ************* ** ***********  .  Your 

- purposes b r i e f l y  s t a t e d  is t o  provide  admin i s t ra t ive  and f i s c a l  management 
. s e r v i c e s  (Recordkeeping, p a y r o l l  and o the r  s e r v i c e s  r e l a t i n g  t o  t h e  

*********** ** *****  ** * * * * * *  s t a t e  and l o c a l  g r a n t s  which fund t h e  
****** ****** ********** ******** ***  and any and a l l  o t h e r  du ly  q u a l i f i e d  
********** ****** *******  * * * *  ***  ** *****  . ,. 

Your membership c o n s i s t s  of i n d i v i d u a l s  c u r r e n t l y  r e s i d i n g ,  working 
(wh**** ** *** * *  **** s), o r  o the rwise  s i g n i f i c a n t l y  engaged o r  involved 
i n  ******  ***********  and who a r e  i n t e r e s t e d  i n  t h e  purposes of t h e  
corporat ion.  

Your t o t a l  income is from f e e s  .charged ranging from 7% of the  t o t a l  grant  
( i f  the program c a l l s  f o r  t h e  .'employment of f i v e  o r  fewer pe i sons )  t o  10% 
if the program c a l l s  f o r  ;thk employment of  more than f i v e  pezsons. The 
f e e s  a r e  in tended t o  cover a i l  c o s t s  wi th  only a small r e s e r v e  remaining a t  
t h e  end of t h e  year which would b e  h e l d  t o  fund any e x t r a o r d i n a r y  o r  
unexpected expenses,  o r  any necessary c a p i t a l  expendi tures .  

Sectiron 501(c ) (3 )  of the  Code provides  f o r  t h e  exemption from Federal  
income t a x  of o rgan iza t ions  organized and opera ted e x c l u s i v e l y  f o r  
c h a r i t a b l e  o r  educat ional  pruposes. 

Section 1.501 (c)  (3 )-1 ( a )  s f  t h e  Income Tax Regulations provides  t h a t  i n  
order  t o  be exempt a s  an o rgan iza t ion  descr ibed i n  sect ior i .  ' 50 l (c )  (31,  t h e  
o rgan iza t ion  must be one t h a t  is both  organized and opera ted exc lus ive ly  
fo r  one o r  more of t h e  purposes s p e c i f i e d  i n  that s e c t i o n .  An 
o rgan iza t ion  t h a t  f a i l s  t o  meet either t h e  o r g a n i z a t i o n a l  o r  t h e  
opera t iona l  t e s t  i s  no t  exempt. 



An organizat ion i s  not exempt merely because its' operat ions a r e  not 
conducted f o r  the purpose Of producing a p ro f i t .  To s a t i s f y  the  
"operational testm t h e  organizat ion 's  resources must be devoted t o  purposes 
t h a t  qua l i fy  as exclusively c h a r i t a b l e  within the meaning of sec t ion  
501(c) (3) of t h e  Code and the app l i cab le  regulations.  

Revenue Ruling 72-369, 1972-2 C,B. 245 states tha<'pFoviding managerial and 
consul t ing serv ices  on a r e r ~ u l a r  basis for a fee is t r ade  o r  business 
ord inar i ly  c a r r i e d  on fo r  prof i t .  ' The f a c t  t h a t  t h e  s e rv i ces  are provided 
a t  cost  and so l e ly  fo r  exempt organizations is not s u f f i c i e n t  t o  
charac te r ize  t h i s  a c t i v i t y  a s  c h a r i t a b l e  within the  meaning of s ec t ion  
5Ul(c)(3) of t h e  Code. Furnishing the  serv ices  a t  cos t  l acks  t h e  donative 
element necessary t o  e s t ab l i sh  t h i s  a c t i v i t y  a s  chari table .  

Accordingly we hold t h a t  t o  provide administrat ive and f i s c a l  management 
serv ices  f o r  an exempt organizat ion a t  cost  a r e  not  cha r i t ab l e  and 
therefore t h e  organization does not qua l i fy  for  exehnption From Federal 
income tax under sec t ion  501(c)(3) of the Code. 

I f  you do not  agree with t h i s  determination, you may request  a Conference 
with the  Regional Director of Appeals by protest ing i n  accordance w i t h  the  
enclosed in s t ruc t ions  within 30 days. 

P ro t e s t s  submitted which do not contain a l l  the documentation s t a t e d  i n  the 
in s t ruc t ions  w i l l  be returned f o r  completions. 

I f  we do not hear from you within t h a t  time, this determination will 
become f i n a l .  Appropriate State ,officials will be notified. 

I f  you do not  p re t e s t  t h i s  proposed deterniination i n  a timely manner, it 
w i l l  be considered by t h e  In te rna l  Revenue Service a s  a f a i l u r e  t o  exhaust 
ava i lab le  administrat ive remedies. Section 7428(b) (2 of t h e  In te rna l  
Revenue Code provides i n  part  t h a t  "A declaratory judgement o r  decree under 



t h i s  s e c t i o n  s h a l l  n o t  be  issued i n  any proceeding u n l e s s  the Tax Court ,  
t he  Claims Cour t ,  o r  t h e  district c o u r t  o f  t h e  United States For t h e  
District o f  Columbia de tern i ines  t h a t  t h e  o rgan iza t i cm invo lved  has 
exhaus ted  a d m i n i s t r a t i v e  remedies a v a i l a b l e  t o  it w i t h i n  the I n t e r n a l  
Revenue S e r v i c e  ." 

C 

Sincerely yours, 

District D i r e c t o r  


